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EQUITY STRATEGY

As you would suspect, making a high nine days into the 
new year is not a good thing.  Basically from the beginning, 
fiscal 2008 was on a slippery slope.  The subprime debacle 
was beginning to manifest itself in ways even the bears had 
not foreseen.  The ultimate result for the stock market was 
a slow bleed of negative earnings estimate revisions and 
multiple compression.  In between we saw a rescue of Bear 
Stearns, Lehman filing for bankruptcy, and the government 
basically nationalizing the largest insurance company in 
the U.S.  We also learned that the various central banks 
of the world were more or less asleep at the switch. The 
less volatile world that we had grown accustomed to also 
dissolved, as evidenced by the Vix index.  The Vix, which is 
a measure of short term volatility, started the new year at 18 
and closed out the year at 39.  The volatility was not limited 
to just stocks, but nearly every other asset class, both hard 
and financial.  In a nutshell, there was nowhere to hide, with 
the exception of cash and treasuries.

Throughout the year, various attempts were made to 
rejuvenate the economy.  Tax rebates were distributed, but  
increasing gas prices sucked up whatever money that wasn’t 
used to pay down credit card debt.  The Federal Reserve 
and the Treasury enacted a consortium of acronyms to halt 
the credit crisis and to provide liquidity to a market that had 
for all intensive purposes shut down.  A crisis of confidence 
is a suitable description of how investors and consumers 
finished out the year.  No matter what actions were taken to 
rebuild confidence, the glass was seen as half empty.

The above was applicable for the Retirement Systems as 
well.  There was very little change to the equity portfolio 
in the 12 months ended September 30. As the uncertainty 
in the economy and markets continued to grow, the RSA 
made no allocation shift towards equities.  As a result, the 
weighting of stocks as a percent of the overall funds shrunk 
7% during the fiscal year.  

In review, the RSA equity allocation began the year at 
roughly 63%, and closed out fiscal 2008 at 56% on average 
across the three funds.  Domestic equities account for 42% 
of the fund, and international equities are now 14% of the 
total.  For the first time in three years, smallcap stocks 
outperformed largecaps, and by a wide margin. The S & P 
500 index was down -21.98%, the S & P 400 Midcap index 
was down -16.68%, and the S & P Smallcap 600 index was 
down -13.83%.  The MSCI  EAFE index was the laggard, 
down -30.50% for the twelve month period.

For the year, the RSA domestic equity portfolios decreased 
-20.61%, -20.67%, and -21.20% for the TRS, ERS, and 
JRF funds, respectively.  International equity returns fared 
worse, posting declines of -28.65% for TRS, -28.57% for 
ERS, and -26.84% for JRF.   The combined total return for 
the overall equity portfolios were -22.77%, -22.69%, and 
-21.94% for the TRS, ERS, and JRF, respectively.  Three-
, five-, and ten-year annualized global equity returns were 
1.04%, 6.96%, and 5.52% for TRS, 1.03%, 6.94%, and 
5.49% for ERS, and 0.53%, 5.70%, and 3.78% for JRF, 
respectively.    

INVESTMENT RETURNS
for the period ended september 30, 2008   (Percent) 

		

	 		  1-YEAR	 3-YEARS	 5-YEARS	 10-YEARS 

TOTAL EQUITY 

		  TRS	 -22.77	 1.04	 6.96	 5.52

	 	 ERS	 -22.69	 1.03	 6.94	 5.49

		  JRF	 -21.94	 0.53	 5.70	 3.78

total FIXED INCOME and alternatives

	 	T RS	 -3.23	 4.94	 4.98	 5.34

		  ERS	 -3.74	 5.07	 4.96	 5.28

	 	 JRF	 -0.04	 4.69	 5.20	 4.39

TOTAL RSA RETURNS

		  TRS	 -15.36	 2.66	 5.91	 5.20

	 	 ERS	 -15.21	 2.71	 5.76	 5.02

		  JRF	 -14.58	 2.13	 5.44	 4.08

BENCHMARKS 

	 S&P 500	 -21.98	 0.22	  5.17	 3.06

	 DJIA	 -19.84	 3.33	 5.60	 5.46	

	 Midcap 400	 -16.68	 1.78	 8.65	 10.30

	 Smallcap 600	 -13.83	 2.00	 9.89	 10.05

	 MSCI EAFE	 -30.50	 1.12	 9.69	 5.02

	 Citigroup Big	 4.48	 4.48	 4.03	 5.32

	 Lehman Brothers Aggregate	 3.65	 4.15	 3.78	 5.20

42

investments


